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SMr—Jotson of Colorado, from the Committee on Interstate and 
on Foreign Commerce, submitted the following 


REPORT 
[To accompany 8. 316)]) 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 3161) to amend part I of the Interstate 
Commerce Act to provide for filing of equipment trust agreements 
and other documents evidencing or relating to the lease, mortgage, 
conditional sale, or bailment of railroad equipment, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE AND NEED OF THE LEGISLATION 


This bill would provide for the recordation of railroad equipment 
trust certificates and other evidences of equipment indebtedness with 
the Interstate Commerce Commission rather than, as at present, 
with State and county recording offices. The bill would eliminate 
the questionable legal details of recording such securities under a wide 
variety of legal procedures: would reduce the delay, expense, and 
confusion of the present practice; and would clarify and simplify the 
legal rights of all parties concerned with such securities. 

The equipment trust provides an attractive method by which rail- 
roads can finance the purchase of new freight cars, locomotives, and 
other equipment. But this, as well as other ferms of equipment 
obligations (the total outstanding of which was estimated at 
$2 ,260,000,000 as of December 31, 1951), must be recorded ‘‘as required 
by law”’ in order to establish the legal validity of the lien as an effec- 
tive obligation of the debtor railroad, and to provide protection to the 
lender against attachment, seizure, or control of such equipment by 
other creditors. The pertinent State statutes differ widely in their 
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text and requirements and constitute a source of bewilderment in 
determining the form of a trust agreement or other obligation as well 
as deciding when, where, and how to record such documents in order 
to establish adequate protection for creditors. It is difficult to record 
such a document in every State and county through which a piece of 
railroad equipment will travel; but, in the absence of such complete 
recording, the creditor is not adequately protected. An average case 
requires the execution, acknowledgment, and recordation of separate 
trust agreements for 25 separate offices and often involves an expense 
of $400 to $500 for each such recorded obligation. 

This bill would eliminate most of this diffic ulty by providing a 
central location for the recording of all such railroad equipment obli- 
gations—the Interstate Commerce Commission. This would fulfill 
the legal requirements, and would protect the debtor, creditor, and 
general public. 

Constitutionally, there seems no impediment in the way of the 
enactment of this legislation as a valid exercise of the commerce power. 
Congress has already recognized in principle the desirability of such 
legislation. In the Motive Power Act of 1919 (41 Stat. 359), enacted 
during Federal control of the American railroads, Congress authorized 
the President to accept equipment trust certificates to be ultimately 
sold to the public. That act, among other things, provided that: 

Any such contract shall be in writing, and acknowledged or proved before some 
person authorized to administer oaths, and filed with the Interstate Commerce 
Commission within sixty days after the delivery thereof, and shall be valid and 
enforceable against all persons whomsoever. 

Section 207 (f) of the Transportation Act of 1920 (41 Stat. 463) 
dealt with the refunding of railroad indebtedness to the Government, 
incurred during Federal control, and authorized the issuance of notes, 
secured by equipment trust agreements, in the following language: 

Carriers may, by agreement with the President, issue notes or other evidences 
of indebtedness, secured by equipment trust agreements, for equipment purchased 
during Federal control by or through the President under Section 6 of the Federal 
Control Act, and allocated to such carriers respectively; and the filing of such 
equipment trust agreements with the Commission shall constitute notice thereof 
to all the world. 

The Ship Mortgage Act (41 Stat. 1000, 46 U.S. C. 911-927), which 
has been upheld by the courts, requires recordation of ship mortgages 
only in the office of the collector of customs of the port of documenta- 
tion of such vessels. 

The Civil Aeronautics Act (49 U.S. C. 523) contains provisions for 
recordation, with the Administrator of Civil Aeronautics, of equipment 
trusts, etc., covering aircraft, aircraft engines and parts, and the 
constitutionality of such provisions has been upheld by the courts. 
_ an exemplary discussion of the constitutional question see Blalock 

. Brown (51 8S. E. (2d) 610; 9 A. L. R. (2d) 476). 

In addition, the Bills of Lading Act (39 Stat. 538; 44 Stat. 1450; 
49 U.S. C. 81) and the car service provisions of the Interstate Com- 
merce Act (49 U.S.C. see. 1, pars. 10-17) lend support to this position. 


SCOPE OF LEGISLATION 


This bill would amend the Interstate Commerce Act by adding a new 
20c section. This new section would create a Federal recording 
system for equipment trust agreements and related documents which 
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would be used instead of the cumbersome and generally unsatisfactory 
system under which such documents are now recorded pursuant to the 
provisions of various State laws. It would not affect State require- 
ments with respect to recordation of mortgages covering land, track, or 
other fixed property, which generally must be recorded in the county 
or other governmental unit which includes the situs of such property. 
It would: simplify the recordation of equipment trusts, conditional- 
sale agreements, and related documents covering liens on railroad 
cars, locomotives, and other rolling stock which has no fixed situs 
but moves more or less continuously in interstate commerce. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


INTERSTATE COMMERCE AcT 


“Sec. 20c. Any mortgage, lease, equipment trust agreement, conditional sale agree- 
ment, or other instrument evidencing the mortgage, lease, conditional sale, or bailment 
of railroad cars, locomotives, or other rolling stock, used or intended for use in con- 
nection with interstate commerce, or any assignment of rights or interest under any 
such instrument, or any supplement or amendment to any such instrument or assign- 
ment (including any release, discharge or satisfaction thereof, in whole or in part), 
may be filed with the Commission, provided such instrument, assignment, supplement 
or amendment is in writing, executed by the parties thereto, and acknowledged or 
verified in accordance with such requirements as the Commission shall prescribe; 
and any such instrument or other document, when so filed with the Commission, shall 
constitute notice to and shall be valid and enforceable against all persons including, 
without limitation, any purchaser from, or mortgagee, creditor, receiver, or trustee 
in bankruptcy of, the mortgagor, buyer, lessee or bailee of the equipment covered 
thereby, from and after the time such instrument or other document is so filed with the 
Commission; and such instrument or other document need not be otherwise filed, 
deposited, registered or recorded under the provisions of any other law of the United 
States of America, or of any State (or political subdivision thereof), Territory, district 
or possession thereof, respecting the filing, deposit, registration or recordation of 
such instruments or documents.’’ The Commission shall establish and maintain 
a system for the recordation of each such instrument or document, filed pursuant to 
the provisions of this section, and shall cause to be marked or stamped thereon, a 
consecutive number, as well as the date and hour of such recordation, and shall main- 
tain, open to public inspection, an index of all such instruments or documents, includ- 
ing any assignment, amendment, release, discharge or satisfaction thereof, and shall 
record, in such index the names and addresses of the principal debtors, trustees, 
guarantors and other parties thereto, as well as such other facts as may be necessary 
to facilitate the determination of the rights of the parties to such transactions.” 
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